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Key Points 

• Institutions are encouraged to revisit their cost base and process efficiency.  

Business and operating models have to be revamped in order to uplift the long term return on equity that 

has all reasons to be hampered with a slowdown of the economy, closer competition and very stricter 

forthcoming regulation. Response can be expected from three orders: strategic, tactic and operational. 

Cost reduction program and process efficiency reviews are a very topical part of the response. 

 

• Traditional Lean Six Sigma approaches are not optimal. 

They are often disconnected from the strategy, core business and corporate value meaning that they can 

easily lead to effective cost cuttings that quickly evaporate by having poor resilience to change. 

 

• The paper releases on NGL, a new promising approach.  

Mapping the cost cutting exercise and process efficiency reviews with the customer value and analyzing 

the landscape vis-à-vis a baseline and possible scenarios or stressed situations is essential. By doing 

that, the NGL approach complements the strong efficiency improvements and cost cutting efforts with 

impressive gains in customer retention all while building internal capabilities; and allows an institution to 

quickly react and adapt to unforeseen circumstances. 

 

• The approach is holistic, pragmatic and easy-to-implement. 

The methodology starts with quick paybacks that can be reinvested in strategic initiatives to provide 

longer-term benefits. The strategic development is hence articulated around three phases that 

progressively structure the objectives, priorities and actions while assuring a continuous way of 

improvement. 

 
ENERGIZING YOUR DRIVE  

  
 

Is a management consulting firm with a 

proven experience in PARTNERING and 

ASSISTING financial services, corporate, 

medium-sized enterprises and public entities 

with respect to their business and operational 

effectiveness including performance outlook, 

analysis and benchmarking, budget and 

capacity planning, business model review, 

audit and assurance work, internal control 

review, governance body, operational 

effectiveness and cost cutting programs. 

Lessons 
learned  
 

Traditional LSS (Lean Six 

Sigma) approaches are not 

giving the full value. It is 

essential to envisage the 

“cost-reduction and process 

efficiency” initiative from an 

holistic view that embraces 

also strategies, customer 

values and revenue 

generation. 

 

What is the risk ? 

considerable investments to 

upgrade the operational 

efficiency and reduce costs, 

20% to 30% that can 

evaporate quickly because not 

closely related to the value 

stream. These efforts can 

even hamper the ability to 

grow revenues in the future as 

well the agility to adapt and 

react to unforeseen 

circumstances or conditions 

can be considerably damaged. 

Institutions are encouraged to revisit their cost 

base and process efficiency. 
While aspiring to more resilience, the new set of 

reforms will force the financial institutions to revamp 

their business and operating models. The Basel 

Committee on Banking Supervision (BCBS) published 

on a capital shortfall equal to three to four times the 

annual revenue, and a liquidity shortfall of 2.8 Tln € 

(23% GDP), with a loss in revenues through 2014 of 

about 300 Bln € (3% GDP). Though transitional 

arrangements have been considered to lean the 

impact, banks can be trapped. 

 

Business and operating models  have now to be 

revamped with a clear factoring of the impacts, 

new risk management practices and 

expectations, a better understanding of the 

economics, in particular the current slowdown, 

the sustainability of public finance and the 

associated crowding out of private investment, 

the stakeholders’ behavior and landscape, the 

market dynamics and competitive landscape, in 

particular, the balance-sheet deleveraging and 

restructuring to  old-fashioned products and 

practices, a strong focus on the transactional, 

processing and fee-based activities, fallback to 

core and leaner cost structures, a strong own 

deposit base and an effective customer 

relationship management.  

In this context, challenges are numerous. The 

evaporation of some profitability sources, the ever-

growing complexity of the banking and economic 

landscape, the very close competition and the 

enforceability of the coming regulation and standards 

can undoubtedly stumble onto the path out. Expected 

responses are from three orders:  

 

• strategic with a review of the business 

model, the group organization and holding 

structure, the management of capital 

endowment, the run-down or sale of non-

core activities;  

• tactical with more risk-sensitive pricing, shift 

to longer-term funding, asset restructuring, 

the management of the deposit base and 

customer relationships;  

• but also operational, as we will see below. 

In the press 
release 

NLG – New Lean Generation  

Source: Mc Kinsey – Basel III and European Banking – Dec 2010 > Impact on ROE 
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Source: Mc Kinsey – Basel III and European Banking – Dec 2010 > Implementation cost for mid-sized 
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Banks’ performance can be 

heavily hampered, business 

and operating models will 

adapt as well strategies and 

tactics will be deployed to 

ideally position the banks. 

Admittedly the context 

embodies numerous threats, 

but as regards the 

opportunities, the banking is 

living an interesting challenge.  

 

From an operational point of 

view, now, the sense is to 

secure the client acceptance, 

stimulate the product and 

service innovation, uplift the 

information; as well as 

managing the cost base and 

process efficiency is become 

a strategic and topical 

question.  

  
WHY ? Because margins and 

spreads will be crunched, the 

economy recovers slowly and 

the demand is affected, many 

banks are turning on their 

domestic markets and the 

market shares are more 

expensive. 

 

 

 

PEPSTONIC 
Energizing Your 
Drive  
 

It is our continuous objective to 

contribute to feed the market 

with innovative concepts, 

methodologies and ideas. In the 

same mindset, we are always 

pleased to be challenged and to 

network with communities on 

the question of how better to 

manage an organisation. 
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TRADITIONAL LEAN SIX SIGMA 

The opportunity for institutions is in 

the premise that they still face  

enough inefficiencies. The landscape 

is so changing that all efforts made 

have to be reproduced on a regular 

basis. So far, institutions have 

traditionally adopted LSS-alike (Lean 

Six Sigma) techniques.  

THE NEW LEAN GENERATION.  

The objective is to help institutions 

complement strong efficiency 

improvements (cost reduction up to 

20%-30%) with impressive gains in 

customer retention all while building 

internal capabilities. 

 

Positioning for growth 

through smart cutting aims at 
LSS programs are 

usually managed with 

respect to the five-

phase approach viz. 

Define, Measure, 

Analyze, Improve, and 

Control (DMAIC) cycle.  

Each phase is expected to be 

completed only when specific 

milestones are reached (De Mast, 

Does, and De Koning 2006). Despite 

the structured DMAIC approach, LSS 

programs can be poorly stated and in 

many cases, they lack of business 

rationale. 

 

Understanding wastes and 

inefficiencies is useless without a 

bold strategy that equals revenue 

generation with cost reduction. LSS 

necessitates a broader efficiency 

effort. 

sustainable and 

resilient with the 

ability to react and 

adapt quickly to 

unforeseen changes 

in the markets. 

 
Efforts must be mutualized 

and not considered separately, as it 

has been usually done, 

unsuccessfully.  

 

This is the NLG challenge: 

1. Lean the operational model 

2. Rationalize the product portfolio 

3. Optimize sourcing and offshoring 

4. Variabilize the cost base 

5. Streamline the processes  

6. Secure the ownership 

7. Uplift the customer experience 

8. Simplify and dare to rethink 

9. Challenge 

NLG, a social 

responsibility and 

the premise of 

value  

activement les 

Phase I - Understand the drivers of 

customer value 

From the onset, it is essential to 

define the optimal customer 

experience and to revisit the sources 

of customer value. Mapping 

strategies with operational 

effectiveness is a bankable effort as 

it allows pinpointing the expected 

quality of products and services, the 

optimal positioning of the institution, 

the key values and the “critical-to-

quality” “core” and non-core 

characteristics. Outcome is clear 

objectives to reach successfully.   

Phase II – Revisit the Target 

Operating Model 

Rethinking the target operating 

model accordingly to “customer 

value”-driven objectives and aligning 

the current model can necessitate a 

deep review of the business 

architecture and organization model. 

In many cases, lifting and adapt is 

sufficient. This phase is also the 

opportunity to instill a proactive cost 

and process governance framework 

as well as it is essential to mobilize 

resources and proven experiences 

that will support the transformation. 

Phase III – Implement cell-based 

transformation program 

The transformation can be as 

effective as strategies and 

governance bodies have been 

carefully defined. SMART objectives, 

with transparency and the right level 

of control and support are essential 

as well as the right mix between 

active listening and assertiveness is 

important. Change management and 

transformation is an operational act 

while being a cultural question. 

Setting the scene for continuous 

improvement is ending up the phase.  

NLG - NEW LEAN GENERATION  

Q : What is the added value and in 

which extent is this approach 

innovative ? 

 

 

R : NLG is an holistic approach that reviews the 

operating model as a whole, not as disconnected 

parts, making a clear link with strategy and customer 

experience.  The approach allows also covering 

ground and exploring opportunities that traditional 

approaches overlook. Positioning for growth through 

smart cutting that respects a bold strategy equaling 

and  

revenue generation and cost reduction is the premise 

of outcomes that are much deeper and longer lasting 

than ever.  

 

NGL is also unique in the sense that 

not only the baseline is considered but 

priorities are also set assuming 

scenarios and potential market 

changes or stresses. This is a key question. 

Otherwise, the risk is to cut or lean costs and 

processes that could seem useless under normal 

conditions while being vital in other circumstances. 
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NLG - NEW LEAN GENERATION. 

OPPORTUNITY 
20%-30% cost 
reduction, and 
annual savings 
of 3%-4% TCO 
 

Much deeper, longer lasting 

than conventional approaches, 

mapped with the customer 

value and responsive to the 

environment  

 

 

 

 

TIPS 
Quick paybacks 
 

Quick paybacks are essential 

before starting the NLG 

approach as they can be 

reinvested in strategic initiatives 

Phase I  
 

Phase II  
 

Phase III  
 


